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> the path by which agricultural and industrial
s developed. When a railroad line ran through
 populated region, new farms and other eco-
tivity quickly sprang up along the route. When
1 forests, lumberers came quickly in its wake
n felling timber to send back to towns and
sale. When it moved through the great plains
st, it brought buffalo hunters who nearly exter-
he great herds of bison and, later, helped trans-
e into the region and carry western meat back
cities. Because Chicago was the principal rail-
of the central United States, it also became the
ere railroads brought livestock, making the city
hterhouse of the nation. Everywhere the rail-
t, the economic, social, and physical landscape
untry changed as a result.

ds even altered concepts of time. Until the
ere was no standard method of keeping time
community to another. In most places, the posi-
1e sun determined the time, which meant that
‘ere set differently even between relatively
wis. This created great difficulties for railroads,
:re trying to set schedules for the entire nation.
nber 18, 1883, the railroad companies, working
agreed to create four time zones across the con-
<h an hour apart from its closest neighbor.
notuntil 1918 did the federal government make
€ zones standard for all purposes, the action by
ads very quickly solidified the idea of “standard
»ugh most of the United States,

decade in the late nineteenth century, total rail-
wage increased dramatically: from 30,000 miles in

1860 to 52,000 miles in 1870, to
93,000 in 1880, to 163,000 in
1890, and to 193,000 by 1900.

Equally important was the emergence of great railfda
combinations that brought most of the nation’s rails
the control of a very few men. Many railroad coml
tions continued to be dominated by individuals;
achievements (and excesses) of these tycoonSMCorﬁ
Vanderbilt, James J. Hill, Collis P. Huntington, and othe
became symbols to much of the nation of great econg
power concentrated in individual hands. But mﬂma
development was less significant for the individual b o
it created than for its contribution to the growth of 2

institution: the modern corporation. ght accumulate bey:

¥b’rozld public made
ther-vast sums of ca
e Pennsylvania R
:t0 adopt the nex
E‘é‘iqmckly spread by

The Corporation

There had been various forms of corporations in AMENE
since colonial times, but the modern corporation e
as a major force only after the Civil War, when
magnates and other industrialists realized that no
person or group of limited partners, no matter;
wealthy, could finance their great ventures.

Under the laws of incorporation passed in many
in the 1830s and 1840s; business organizations. ¢
raise money by selling stock to members of the p!
after the Civil War, one industry after another
doing so. At the same time, affluent Americans beg

. had worked his
in 1873 opened |
he dominated

ieh fike those of ot
i Prices by striking
2JUght out rivals who
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BAILROADS, 1870-1890 This map illustrates the rapid exp:;

inic growth in these years?
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ansion of milroads in the late nineteenth century. In 1870, there was already a dense
EtWOTk of rail lines in the Northeast and Middle West, itlustrated here by

1870 and 1890, much of it in the South and the areas west of th

the red lines. The green lines show the further expansion of rail coverage
€ Mississippi River. ¢ Wiy were railroads so essential to the nation’s

3

er the purchase of stock a good investment even
:were not themselves involved in the business
:stock they were purchasing. What made the prac-
appealing was that investors had only “limited
liability”"—that is, they risked
: only the amount of their invest-
€y were not liable for any debts the corporation
Cumulate beyond that. The ability to sell stock to
Gabublic made it possible for entrepreneurs to
L sums of capital and undertake great projects.
=Clnsylvania Raifroad and others were among the
S{ggpt the new corporate form of organization.

S2ly spread beyond the railroad industry. In steel,
3 -the central figure was Andrew
: Carnegie, a Scottish immigrant

8!! thed his way up from modest beginnings
4 Li

inated the industry. His methods were
105¢ of other industrial titans. He cut costs
oYistriking deals with the railroads and then
Y315 Who could not compete with him. With
1y Clay Frick, he bought up coal mines

opened his own steelworks in Pittsburgh.-

OLi\ For-an interactive version of this map go to www.mbhe.com/brinkley12ehi?maps

and leased part of the Mesabi iron range in Minnesota,
operated a fleet of ‘'ore ships on the Great Lakes, and
acquired railroads. Ultimately, Carnegie controlled the
processing of his steel from mine to market. He
financed his undertakings not only out of his own prof-
its but out of the sale of stock. Then, in 1901, he sold
out for $450 million to the banker J. Pierpont Morgan,
who merged the Carnegie interests with others to create
the giant United States Steel Corporation—a $1.4 billion
enterprise that controlled almost two-thirds of the fatioi's
steel ‘production. S
There were similar developments in other industries.
Gustavus Swift developed a relatively -small Chicago
meatpacking company into a great national corporation,
in part because of profits he earned sclling to the mili-
tary in the Civil War. T5aac Singer patented a sewing
machine in 1851 and created L M. Singer and Company,
one of the first modern manufacturing corporations.
Many ‘of the corporate organizations developed a
new approach to management. Large, national business
enterprises needed more systematic . administrative
structures than the limited, local ventures of the past,
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ANDREW CARNEGIE Carnegie was one of a relatively small aumber of
great industrialists of the late nineteenth ceatury who genuinely rose
“from rags to riches” Born in Scotland, he came t0 the United States in
1848, at the age of thirteen, and soon found work as & messengerin a
pittsburgh telegraph office. His skill in leacning to transcribe telegraphic
messages (he became one of the ficst tefegraphers in the country able
10 take messages by sound) brought him to the attention of 2
Pennsylvania Railroad official, and before he was twenty, ie Tiad begun
his ascent to the highest ranks of industry.After the Civil War, fie shifted
his attention to the growing iron industry; in 1873 he invested all his
assets in the development of the first Amegican steel mifls. Two decades
later he was one of the wealthiest men in the world.In 1901 he
abruptly resigned from his businesses and spent the remaining years of
his life as a philanthropist. By the time of his death in 1919, he had given
away some $350 mitllion. (Culver Pictures, nc)

As a result, corporate leaders
introduced a set of managerial
techniques—the genesis  of
modern business administration—that relied on the
division of_responsibilities, 4 carefully designed hierar-
chy of control, modern cost-accounting procedures, and

New Managerial
Techniques

JOHN D. ROCKEFELLER Rockefeller's Standard Oil company became '
perhaps the largest and most powerful monopoly inAmerica in thelate .
nineteenth century,and Rockefeller himself became one of the nation's:
wealthiest and most controversial men. (Culver Pictures. )

perhaps above all a new breed of business executiv!
the “middle managet;’ who formed a tayer of commuand
between workers and owners. Beginning in the railroad
corporations, these new management techniques moved
quickly into virtually every area of targe-scale industy:
Efficient administrative capabilities helped make posst
ble another major feature of the modern corporationt
consolidation. :

Consolidating Corporate America
Businessmen created large, consolidated organizations
primarily through two methods. One was “porizontal
integration”—the combmm.g of a Horizontal and Vit
mamber of firms engaged in the Integrd
same enterprise into a single cor- ’

poration. The consolidation of many different railroad
lines into one company was an example. Anoth¢!
method, which became popular in the 1890s, was ¥
cal mtegmtion"—thc taking over of all the different busf
hesses on which a company relied for its primary functio
(as in the case of Carnegie Steel).



he most celebrated corporate empire of the late
seieenth century was John D: Rogkefeller's ~$tﬂ;§dgrd«*
t-combination creited through botli- horizontal’
and vertical integration. Shortly
after the Civil War, Rockefeller
launched a refining company in
“tand and immediately begantrying to eliminate his
mpe tion. Allying hiniself-with-other-wealthy-capital=

he proceeded methodically to buy out competing
eries. In 1870, he formed the Standard Oil Company
hio; within a few years it had acquired twenty of the

feller's Standard

five refineries in Cleveland, as well as plants in
T, PhiladeIphia, New York, and
efeller had expanded only horizontally. But soon he
‘expanding vertically as well. He built his own bar-
Ufictories, terminal warehouses, and pipelines. Stan-
[ Oil owned its own freight cars and developed its
, marketing organization. By the 1880s, Rockefeller
stablished such dominance within the petroleum
stry that to much of the nation he served as the
g symbol of monopoly. He controlled access to 90
etcent of the refined oil in the United States.
ockefeller and other industrialists saw consolidation’
st way to cope with what they believed was the great-
curse of the modern economy: “cutthroat competi-
Bn." Most businessmen claimed to believe in free enter-
e and a competitive marketplace, but in fact they
feared the existence of too many competing firms, con-
ced that substantial competition could spell instabil-
ijy and ruin for all. A successful enterprise, many capi-
ists believed (but did not say publicly), was one that
ould eliminate or absorb its competitors.

s the movement toward combination accelerated,
ew vehicles emerged to facilitate it. The railroads began
making so-called pool arrangements,—informal agree-
ents among various companies to stabilize rates and
©divide markets (arrangements that would in later years
be known as cartels). But the pools did not work very
ell. If even a few firms in an industry were unwilling
cooperate (as was almost always the case), the pool
rrangements collapsed.

- The Trust and the Holding Company

he failure of the pools led to new techniques of con-
olidation resting less on cooperation than on central-
ed control. At first, the most successful such tech-
ique was the creation of the “trust”’-—pioneered by
tandard Oil in the early 1880s and perfected by the
anker J. P. Morgan. Over time, the word “trust” became
term for any great economic combination. But the trust
2twas in fact a particular kind of organization. Under 2
trust agreement, stockholders in individual corporations
tmnsfcrred their stocks to a small group of trustees in
exchange for shares in the trust

rust Agreement
- ¢ itself. Owners of trust certificates
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J. PIERPONT MORGAN This acresting 1903 portrait by the great
photographer Alfred Steichen captures something of the intimidating
power of J, Plerpont Morgan, the most powerfui financier in America.
This photograph is sometimes known as the “dagger portrait” because
Morgan appears to be holding a knife in his left hand. In fact, the shiny
object is the arm of his chair, (The Museum of Modern Art/Licensed by
SCALA/Art Resource, NY)

often had no direct control over the decisions of the
trustees; they simply received a share of the profits of
the combination. The trustees themselves, on the other
hand, might literally own only a few companies but
could exercise effective control over many.

In 1889, the state of New Jersey helped produce a
third form of consolidation by changing its laws of incor-
poration to permit companies actually to buy up other
companies. Other states soon followed. That made the

trust unnecessary and. permitted actual corporate mmerg-

ers. Rockefeller, for example, quickly relocated Standard
Oil to New Jersey and created there what became
known as a “holding company”—a central corporate
body that would buy up the stock of various members
of the Standard Oil trust and establish direct, formal own-
ership of the corporations in the trust.

By the end of the nineteenth century, as a result of
corporate consolidation, 1 percent of the corporations in
America were able to control :
more than 33 percent of the
manufacturing. A system of eco-
nomic organization was emergmg that 1odged €enormous

I
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power in the hands of a very few men: the great bankers
ew York such as J. P Morgan, industrial titans such as
Gl e?t:l. (whio: hidiself gaitied "control of ‘4 maujor
“bantd), and othiers. ' T ' RN .
Whether or not this relentless concentration of eco-
nomic power was the only way or the best way to pro-
mote industrial expansion became @ mijor source of
debate in America. But it is clear that, whatever else they
may have done, the industrial giants of the era were ]
responsible for substantial economic growth. They were =
integrating operations, cutting . costs, creating a great *
industrial infrastructure, stimutating new markets, creat-
ing jobs for a vast new pool of unskilled workers, and :
opening the way to ldarge-scale” mdSs production. They iy s
were also creating the basis for some of the greatest pub-
lic controversies of their era. Ry

A STOP# |
CAPITALISM ITS CRITICS 4 - : &

tise of big Lysiness was not without its crit-
I@C}P‘lfmcrs and workefs saw in the growth of the new
orporate power certers a threat to notions of a repub-
lican society in whiich wealth and authority were widely
distributed. Mig@lle-class critics pointed to the corruption
that the ney/industrial titans seemed t oduce in their
own entgfprises and in local, stat€, and na onal politics.
The grgwing criticisms chrdllenged the capphins of industry
to defend the}gcw Corporate economy; to convince the
pyblic (n_gd'tﬁemselves) that it was gompatible with the
ideolog of individualism and eqyal opportunity that had
long been central to the Amep’éan selfimage.

“MODERN COLOSSUS OF (RAIL) ROADS” C
known as the *Commodore,” accumutated one ¢
The “S elf-Made Mdn” . : fortunes by consolidating several large railroad «

. L, control in the 18G0s. His name became a synon;
The rationale for modern capitalism rested squarely o0 ¢ormous wealth, but also Cin the eyes of many

the older ideology/of individualism. The new industrial corporate power—as suggested in this cartoon
economy, its de;eﬁders argued, was not reducing oppor;  #stride his empire and manipulating its parts. ¢
tunities for jifidividual advancement, ”b,ut'»‘e‘ﬁb—a'ﬁding b

them. It wag‘providing every individual with a chance tof,/i Cornelius Vanderbilt expressed the a
succeed }nd attain great Ev;a&th. i porate tycoons with his belligerent «
i Therg was an element of truth in such Claims,bupénly care about the law? H'aint { got the
a small ~Leﬂ.j_]cfcn-’e(tlxe Civil War there had been féw mil-  son William, with his oftquoted states
lionaires in Americg;y"by 1892 damned.” Industrialists made large fir
there were more-"than 4,000. to politicians, political parties, and go
”””” — Some were in fict what almost - exchange forassistance and support..
all millionaires claimed to be: “self;nfadc men.” Andrew  not, politicians responded as they ho
Carnegie had worked as a bobbjd boy in a Pittsburgh  Standard Oil did everything to the Of
cotton mill; John D. Rockefellep'had begun as a clerk in  refine Wq&n\ber of the Pennsyly
a Cleveland commission hoube; E. H. Harriman, a great /,repéftedly said:“Mr. Speaker, 1 move v
railroad tycoon, had begun/as a broker’s office boy, Buf  Pennsylvania }M(ﬂtoad has more bus
most of the new businéss tycoons had beglin their  act” Durzr/xg/the notorious “Erie Wai
careers from positions fo wealth and privilege. Corneliys“vanderbilt battled Jay Go

Nor was their rise té‘powe—r'ﬁfd prominence always con/t;d of the Erie Railroad, both

a result simply of hard work and ingenuity, as they liked  offéred lavish bribes to memberss ol
to claim. It was aiso a result of ruthlessness, arrogance, /fegislature.'l‘he market price of legisl
and, at times, rampant corruption. The railroad magnate \' was $15,000 a hiead. One enterprisic

Myth of the Self-Made

an




